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ECONOMIC  ASPECT 

OF 

CO-OPERATION. 

A PAPEE 

By  EDWAED  VANSITTAET  NEALE,  M.A. 
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THE  ECONOilC  ASPECT  OF  CO-OPERATION. 


ECO^OM.  in  it.  tm.  Cutofr”n.r 

live  cheaply,  with  which  it  1 Aspect  of  Co-operation,  that  is 

hold  management.  The  l.cononiic  ^ P tironerlv  signifies,  there- 
co-operation  considered  as  a ^pon  our  home  or  household 

fore:  the  effect  or  tendencies  of  Xnc^^  than  the  household, 

life.  Now  nothing  is  in  itself  ?t  P g primitive  constitution 

It  is  the  original  bond  of  tiomanity,  based  p offspring,  whose 

of  the  family;  the 

long  continuance  in  a condition  depenae  parents,  has  often  been 

„otV  it.  exi.tenoe, upon  'Itf fcS  oTtho.o  feeling,  of 
dueit  on  as  a natural  Pf?vt.wu  for  to  education 

unselfish  action,  action  which  has  the  g Kegarded  in  this  light, 

the  life  of  reasonable  fvpe  of  a true  rational 

economy— that  is,  considered  in  its  economic  aspect  as 

human  existence  ; and  to  the  great  affairs  of 

a general  principle  of  action,  “^®t  b ^ feeling  of  the  common 

rpL  of  this  household  dis^Sd  n^the  i^^^^  interest, 

interest  predominates  over,  recognise  to  be  the 

which,  within  the  Umits  0 Z e!Saomic  aspect 

true  outcome  and  bond  of  famfiy  life. 

may  thus  be  defined  to  be  a jointly,  as  in 

many  households  may  be  brought  t g . *^ein\)ers  would  feel  and 

each  household,  well  knit  Aiw  aiding  without  needlessly 

act  individually  towards  each  other,  mutually  aiding,  wmi 

interfering  with,  one  another.  nrdpred 

Le,  u.  uousidur,  tou,  wlrut  »<>  l„"fpp«date 

household  is  to  be  carried  on,  ti^?’  . . oAhe  co-operative  households— 

todeui. 

Thu  flr.t  coudiUou  of  every  fl’T/tfevVourS 

ordering  control.  A and  p^fomilg^the  ’ duty 

everything  and  everyone  mutual  nsefnlness,  is  tbe  ideal  of  a 

assigned  to  it,  or  him,  or  her,  implies  the  existence  of  an 

well-ordered  honseholf  It  seems  to  me  that  there  is  “ much  to 

2^'*d«&d“  at^r&Tknd.  would  .ay,  iu  to  practice  of  eo- 

operators  in  this  matter.  j„mr,ntTnH 

Loottotattoto™of 2^050^^^^^ 

»me  to^dXeut  ^Jtoaotopply  are 
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there  exists,  in  some  instances  of  this  class,  a mutual  understanding 
between  societies  thus  apparently  antagonistic,  by  which,  without  any 
positive  agreement  between  them,  the  effects  of  such  an  agreement  are 
produced.  In  a much  larger  number  of  cases  the  establishment  of  rival 
societies  is  prevented  by  the  growing  practice  of  providing  for  the  wants 
of  a large  district  by  numerous  branches  formed  in  connection  with  some 
flourishing  centre.  The  growth  of  district  associations  offers  a hope  that, 
where  this  effectual  remedy  against  an  uneconomical  working  of  co- 
operation through  interfering  societies  afforded  by  the  central  store  and 
its  branches  cannot  be  applied,  they  will  be  able  to  bring  about  a voluntary 
agreement  among  societies  liable  to  compete  not  to  interfere  with  each 
other, 

(6)  Closely  connected  with  this  subject  is  another,  which  is,  I fear,  of 
considerable  injury  to  the  growth  of  co-operation  in  many  parts  of  the 
country — the  effort  of  societies  to  obtain  members  by  competing  against 
each  other  in  pacing  high  dividends.  It  is  a somewhat  comical  result  of 
that  very  valuable  part  of  Kochdale  co-operation,  the  returning  the 
savings  as  dividends  on  purchases,  that  if  a new  co-operative  society  is 
formed  in  the  neighbourhood  of  an  older  one,  the  result  often  is,  not  as  is 
tbe  case  between  rival  shops,  a decrease  of  prices,  but  an  increase  of  divi- 
dend, which  really  means  higher  prices.  For,  though  dividends  may 
iuMrease  with  increased  business,  without  any  increase  of  prices,  simply 
from  the  diminution  of  cost  in  conductiug  the  business,  it  is  clear  that 
such  an  effect  cannot  be  ascribed  to  the  establishment  of  a rival  society, 
which  must  naturally  tend  to  increase  the  cost  of  the  former  business  by 
taking  part  of  its  custom  away.  Yet  I have  known  a case  where  the 
customary  rate  of  dividend  paid  by  a society  has  risen  fiom  2s.  to  2s.  6d. 
in  the  £ simply  because  some  of  its  members  had  split  off  and  formed 
another  society,  which,  naturally,  was  not  behind  its  rival  in  this  remarkable 
race.  The  unbounded  reverence  felt  by  the  members  of  each  society  for 
‘‘  the  great  goddess  Divi.”  had  blinded  their  eyes  to  the  fact  that  if  they  got 
back  on  their  purchases  6d.  in  the  £ more  than  they  had  done  previously, 
this  meant  only  that  they  had  paid  on  an  average  on  these  purchases  6d. 
in  the  £ more  than  they  had  used  to  do.  Now,  the  use  by  the  working 
classes  of  the  legitimate  profit  on  the  articles  of  their  ordinary  consump- 
tion as  a means  of  rolling  up  capital  without  feeling  burdened  by  the 
operation,  is  an  admirable  part  of  co-operative  housekeeping,  a notable 
feature  of  the  economy  of  co-operation,  on  which  I have  always  expressed 
unhesitating  approval.  Bat  then  the  savings  thus  produced  must  be 
legitimate ; that  is,  they  must  not  be  greater  than  the  sum  for  which  an 
ordinary  fair-dealing  trader  would  sell  the  same  articles  so  as  to  leave  him 
what  he  considers  a reasonable  profit.  The  process  of  increasing  divi- 
dends by  adding  to  prices  resembles  the  story  told  of  the  Irishman  who 
tried  to  lengthen  his  blanket  by  cutting  off  a piece  from  the  top  and 
sewing  it  on  to  the  bottom.  It  would  be  well  if  all  who  follow  this 
precedent  in  their  sales  to  themselves,  arrived  as  clearly  as  the  Irishman 
did  to  the  conviction  that  his  blanket  got  no  longer  but  rather  the  shorter 
by  the  operation. 

(c)  I have  dwelt  on  this  uneconomical  feature  in  co-operative  economy 
because  I am  persuaded  that  the  growth  of  co-operative  distribution  is 
seriously  hindered  by  the  operations  thus  performed  in  honour  of  the 
goddess  “Divi.”  A more  serious  hindrance  to  its  advance  is  to  be  found 
in  another  departure  from  true  co-operative  housekeeping,  concerning  the 
machinery  by  which  the  co-operative  consumer  shall  obtain  the  goods 
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which  he  sells  to  himself,  or  the  relation  of  retail  to  wholesale  co- 
operation. 

The  function  of  distribution  is  necessarily  local.  It  must  be  carried  on 
from  a number  of  centres  proportionate  to  the  numbers  and  geographical 
groupiog  of  the  population.  All  that  the  most  perfect  economy  can  effect 
in  this  respect  is  limited  to  providing  that  these  centres  shall  not  be 
uselessly  multiplied,  and  shall  be  as  conveniently  situated  as  is  possible 
when  the  geographical  grouping  is  taken  into  account.  But  in  baying,  no 
such  limitations  of  space  and  numbers  are  necessary.  Agencies  for  the 
purchase  of  different  kinds  of  goods  may  have  to  be  formed  in  the  places 
where  each  class  of  articles  can  be  best  obtained.  Depots,  whence  the 
goods  thus  purchased  can  be  supplied  with  the  least  unnecessary  cost  of 
carriage,  may  have  to  be  established  in  various  localities.  Much  care 
may  have  to  be  exercised,  possibly  many  trials  to  be  made,  before  a com- 
plete machinery  for  wholesale  purchasing  and  wholesale  delivery  is 
constructed.  But,  in  itself,  the  aim  of  oo-operative  economy  in  this  matter 
should  clearly  be— unity.  Concentration  is  here  the  way  to  excellence 
and  cheapness.  The  greater  the  number  of  persons  for  whom  any  co- 
operative wholesale  centre  has  to  buy,  the  easier  does  it  become  for  the 
central  body,  always  assuming  it  to  be  internal  ;y  well  organised,  to  discharge 
its  function  of  general  buyer  satisfactorily.  A known  constant  large  pur- 
chaser, who  can  be  relied  on  as  a good  paymaster,  wiU  not  want  to  hunt 
out  sources  of  supply  so  much  as  to  choose  wisely  among  the  offers  which 
will  press  upon  him.  The  weight  of  his  custom  will  enable  him  to  break 
through  the  serried  ranks  of  middle-men,  who  now  bar  the  approach  of 
the  consumer  to  the  purchaser,  and  thus  give  to  the  latter  all  the  advan- 
tages that  he  is  entitled  to,  without  impairing  those  to  which  the  original 
producer,  on  whom  the  whole  fabric  of  distribution,  wholesale  and  retail, 
necessarily  rests,  has  a just  claim.  In  the  economy  of  distributive  co- 
operation, no  point,  I think,  admits  of  less  question  than  this  of  the  im- 
portance of  unity  in  the  system  of  wholesale  supply.  Yet,  how  do  the 
co-operators  of  to-day  show  their  appreciation  of  this  great  economical 
principle  ? The  last  official  returns  show  total  sales  effected  by  1,157  retail 
societies  in  England  and  Wales,  and  327  in  Scotland,  independently  of 
those  of  the  Civil  Service  Stores,  amounting  to  £32,774,893 ; while  the 
pies  of  the  two  Wholesales  were  in  England  and  Wales  £8,680.712,  and 
in  Scotland  £2,714,735.  Add  in  England  £l,00(t,000  for  goods  obtained  from 
co-operative  corn  miUs,  which  though  not  federated  either  with  the  Whole- 
^les  or  with  each  other,  must  be  regarded  as  a branch  of  the  Co-operative 
W bolesale  system,  we  obtain  a total  of  £12,395,447.  Pat  on  20  per  cent 
to  the  wholesale  prices  to  represent  the  increase  of  retail  charges,  we  have 
a total  of  £14,874,536  actually  purchased  from  co-operative  centres, 
against  £17,900,357  not  thus  purchased;  with  an  actual  loss  of  revenue 
from  the  dividend  on  these  purchases  of  at  least  3d.  in  the  £ on  the 
wholesale  price,  and  a still  greater  loss  in  that  power  of  stimulating  co- 
operative production,  which  should  be  one  of  the  great  eoonomical 
features  in  a true  system  of  co-operative  trade, 

have  considered  how  the  household  should  be  managed.  Bat 
that  it  may  be  well  managed,  its  members  must  be  maintained.  Thus  the 
economics  of  co-operation  naturally  conduct  us  from  distribution  to  pro- 
duction. The  connection  of  co-operative  production  with  the  Wholesale 
business  formed  one  of  the  prominent  heads  in  an  anticipatory  pro- 
gramme  or  co-operative  progress,  published  in  the  Christian  Socialist  more 
tlian  torty  years  ago.  But  of  late  years  it  has  been  obscured  through 
what  j.  must  consider  as  a great  error  of  the  English  Wholesale  in  resnect 
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to  the  productive  works  undertaken  by  it.  That  the  profits  of  co-opera- 
tive  distribution  should  be  employed  to  convert  the  working  co-operative 
consumers  into  their  own  employers  has  indeed  been  a maxim  for  the 
managers  of  the  r^lised  Wholesale,  no  less  than  it  was  for  the  framers 
of  the  prophetic  Wholesale  in  the  Christian  Socialist.  But  while  the 
prophecy  assigned  to  the  Wholesale  centres  in  this  matter  the  function 
of  aiding  the  establishment  of  productive  societies,  managed  by  the 
producers  in  connection  with  the  distributive  centre,  and  thus  assuring 
to  them  the  full  benefits  attainable  from  the  proceeds  of  their  work 
the  reahsers  have  converted  that  care  for  the  consumer,  which  it  is  the 
° i u wholesale  centre  to  exercise,  in  order  to  secure  for  him 

what  he  desires,  of  good  quality,  at  its  fair  market  price — into  the  function 
of  carrying  on  production  solely  in  the  snpposed  interest  of  the  pur- 
chasers; among  whom  they  have  distributed  its  profits  in  a drizzle  of 
dividends,  practically  imperceptible,  derived  from  their  own  consumption 
of  the  articles  produced,  which,  even  if  it  is  supposed  to  be  universal, 
cannot  be  estimated  at  more  than  about  a tenth  of  the  production  whence 
this  power  of  consuming  is  derived.* 

worker  as  a part  of  the  economies  of  co-operation 
not  only  the  whole  profit  on  his  work  beyond  the  share  properly  due  to 
the  capitd  employed  in  it,  but  also  the  far  more  important  advantages 
attached  to  the  wise  employment  of  that  much  larger  proportion  of  hie 

nrnfi?®’  ^y  his  Wages,  which,  by  the  judicious  use  of  the 

profits  arising  out  of  the  work  for  the  benefit  of  those  who  do  the  work 
migut  be  secured  to  them.  * 

commonly  committed  in  reasoning  about  the 
distribution  of  profits,  to  speak  of  them  as  if  the  great  benefit  to  the 


actual  results  of  the  distribution  of  the  profits  of  the  Wholesale  busi- 
far‘thhl^°nnnn®  Customers  does  not  give  them  more  than  about  one-twelfth  of  a 
S bf  f considering  the  efiects  of  this  svstem  it 

of  ^ supposed  extension.  Now  the  highest  estimate 

^ income  of  the  classes  whose  income  is  not  over  £100  a 

theL  H Kingdom  at  £400,000,000.  Assuming  that 

S tlffi  10  per  cent  of  their  income  on  tbe  purchase 

nf  f ! new  manufactured  articles -which  I believe  to  be  considerably  in  excess 
^ £40,000,000  as  their  annual  consumption.  But  this  is  retail 

frtr  WO  20  per  cent  for  the  addition  put  on  by  the  retailer,  we  have  left 

£33  oKo  ^^penses,  interest  of  capital,  and  profits,  between 

If  ^ £34,000,000.  How  much  of  this  sum  would  be  divisible  profit  ? 

more  than  if  non  0^^“^  W»^°lesale  Productive  Works,  certainTno 

SpIv  2^  * workers  can  get,  by  combining  for  their  own 

£350nnnnrini  nP®n  so  much  of  this  £400,000,000  (say 

consifmn^thoi®  - ® otherwise  than  in  the  articles  which  they 

could  obta^in  hid  ®'  ‘■”**‘*  ^^°'000,000.  Then  the  whole  addition  which  they 

otn  diverting  the  profits  on  production  from  the  producers  to  their 

85  • that  would  not  produce  l-35th  of  this  amount,  or  2s.  in  the  £ divided  by 
on’the  assnni^ff  a farthing  in  the  £.  And  this  they  would  get  only 

larion  present  experience  that  the  working  popu- 

frii  oil  hi^  i ^n<iuced  to  supply  all  their  demands  for  manufactured  kooL 

SoTnrsrini®i“®“*1  “®’^  "P  n^n  wants.  There  coffil 

I ^ ^ system,  of  the  jirofits  on  the  vast  amoniit  of  manufac 

Is  #3J,O0O,OUO  consumed  by  the  worker  tie™c°v“: 


workers  would  arise  from  the  actual  increase  of  income  received  by  them 
individually.  It  is  impossible  to  say  with  any  approach  to  accuracy  what 
this  amount  would  be.  No  doubt  it  would  differ  very  much  in  different 
cases.  But  if  we  assume,  as  a rough  approximation,  an  average  capital  of 
£60  to  be  required  to  empley  one  man  on  average  wages  of  £1  a week, 
and  average  divisible  profits  of  £10  per  cent,  and  suppose  that  the  surplus 
profits,  after  payment  of  £5  per  cent  on  capital,  is  equally  divided 
between  capital  and  work,  the  increase  to  each  worker  would  be 
£1. 10s.,  or  just  short  of  7d.  in  the  £ on  his  wages,  a sum  which  even 
concentrated  upon  the  real  workers,  without  any  abstraction  of  returns 
to  that  greedy  cormorant  the  customer,  would  tell  little  on  their  actual 
position.! 

Are  we  then  to  give  up  the  belief  in  the  great  benefits  that  the  mass  of 
the  population  may  derive  from  the  substitution  of  co-operative  economies 
for  the  economies  of  competition  ? By  no  means.  Only  we  must  look  for 
them  where  they  are  to  be  truly  found,  in  the  change  that  this  population 
may  make,  if  they  will,  in  the  condition  of  their  lives,  when  they  regulate 
for  themselves  the  way  in  which  the  capital  which  gives  them  the  means 
of  working  shall  be  employed. 

III.  However  perfect  the  management  of  a household  internally,  and 
however  satisfactory  the  arrangements  for  the  maintenance  of  its 
members,  if  the  house  itself  is  badly  situated  and  badly  constructed,  its 
household  cannot  be  at  their  ease.  Now,  the  results  of  competition,  as 
an  economical  system,  are  to  place  in  the  bands  of  a comparatively  few 
persons  the  power  of  directing  the  labour  of  large  bodies  of  men  to  their 
own  special  advantage,  without  any  consideration  of  what  the  effect  on 
the  bodies  of  men  thus  employed  may  be.  In  consequence  the  great 
centres  of  industrial  activity  are  set  up,  not  in  the  view  of  securing  to  the 
persons  employed  in  them  the  largest  measure  of  advantage  attainable 
through  their  labours,  but  in  that  of  producing  the  largest  surplus 
realisable  for  appropriation  on  the  capital,  bo  it  owned  by  one  person  or 
by  many  persons. 

The  result  is  the  gathering  together  of  enormous  bodies  of  the  popu- 
lation, beneath  canopies  of  smoke,  in  huge  <leserts  of  brick  aud  mortar, 
where  they  are  ever  liable  more  and  more  to  become  examples  of  the 
class  stigmatised  by  a Eoman  poet  as  those  who — 

To  live,  have  lost  what  gives  its  worth  to  life. 

The  object  of  a system  of  co-operative  production,  as  I conceive  that 
object  should  be,  is  permanently  to  rectify  this  false  state  by  the  process 
anticipated  in  the  remarkable  programme  of  the  original  Rochdale 
Pioneers — ^by  founding  Home  Colonies,  where  the  two  great  branches  cf 
human  industry,  agriculture  and  manufactures,  shall  reappear  in  that 


+ This  estimate  may  be  too  low;  but  the  share  of  work  might  be  doubled  or 
trebled  without  any  material  difference  in  the  effect.  At  the  Hehtleii  Bridge 
Fustian  Manufacturing  Society,  the  accounts  for  1883  give  as  the  average  lor  tne 
year Capital,  share,  £16,432;  loan.  £2,190;  workers,  106  j capital  per  head, 
including  £5,000  invested  in  land,  £175 ; wages  per  head,  £57. 15s.  lOd*;  pront^ 
£1.980,  on  share  capital,  £12,  Is.  per  cent;  dividend,  £1,867  ; which. 
capital  £5  per  cent  and  half  surplus,  would  have  yielded  it  £1,345,  7®*  * 

per  cent;  and  work.  £523,  or  £10.  Os.  6d.  per  cent  on  the  wages.  On  M.  ^odin  s 
rule  of  dividing  profits  ratably  on  the  wages  of  capital  at  6 per  cent  ana  ine 
wages  of  work,  each  would  have  received  an  addition  of  17*54  per  cent,  giving  to 
capital  £966,  and  to  work  £901. 
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natitfal  union  which  the  progress  of  competition  has  divorced  For  thus 
would  be  gradually  restored  that  direct  connection  between  the  worker 
his  food  natural  to  every  animal ; of  which  the  cessation  is  I^Iieve^^ 
the  bottom  of  the  commercial  stagnation  stranselv  ^ 

production;  when,  at  the  same  time,  and  in  the  same  ? J' 

of  thousands  of  beings,  with  intelligent  heads  anfl 
destitute  almost  of  the  necessaries  of  life  because  tlipv  ronlf 
for  the  able  hands  attached  to  these  ntelligent  h^^^^^^^^ 

’"“‘J  tadWduarpro^ 

collective  property  and™S  mast  be  excepted  from  the 

bmpTe  r,v^“ 

individual  liLnr«  subject  to  continual  friction  between  their 

cannot  afford  while  v^e^\S  5 such  as  isolated  dweUings 

tiad  a legitfmkte  satilfneHnl  Vrppetty  in  house  and  land  might 

be  was  part  owner  of  I ® consciousness  of  each  individual  that 

separate  right  to  his  own  domains,  with  a 

any  conflict  betwppn  ««  i 5 and  that  without  danger  of 

a clearly  definS  disffn^  individual  rights,  because  each  would  have 

strurtioii  ofthll  Jtn  thf.  f ““P'l’i-e  tte  con. 

the  other  limited^tn  fL  j 7 ^b^hat  concerned  the  common  convenience. 

in  e.cn  inlT.“own  «VnpS^ ”*■  “■•■■“8.<nent  of  the  part 

systfett  '’nS°th?t™eTi°'‘’!'l'  “ »»  economic 

the  concision  that  the  beneSa  of  co-operS  wUlZ  m^i^iy 


the  development  of  the  honse  into  a form  trnly  expressing  that  blending 
of  individual  interests  into  an  harmonions  whole,  where  none  are  swallowed 
np,  yet  none  mdely  jar,  in  which  the  ideal  of  association  consists.  Time 
does  not  allow  me  to  follow  this  statement  into  detail ; but  one  tendency 
of  these  Associated  Homes  I will  indicate,  because  of  its  great  importance — 
their  tendency  to  merge  the  separation  now  caused  by  outward  differences 
of  possession  into  the  sense  of  the  spiritual  unity  of  mankind. 

The  practice  of  association  in  production  and  distribution  would 
gradually  tend  to  equalise  possessions.  But  getting  out,  as  we  do,  from  a 
state  of  enormous  inequality,  a long  time  must  elapse  before  great 
differences  of  possession  would  cease — if,  indeed,  they  ever  do  cease — 
to  be  a marked  characteristic  of  civilised  existence.  We  cannot  hope  to 
get  rid  of  them  rapidly,  except  by  medical  discipline,  under  which 
association  itself  would  die — the  discipline  of  confiscation.  But  can  we 
not  utilise  them  for  social  purposes  ? I think  we  can,  by  means  of  the 
collective  ownership  of  land  and  Associated  Homes. 

When  the  wealthy  proprietor  is  converted  into  the  part  owner  of  a 
palace  occupied  by  a body  of  intelligent  dwellers,  over  whom  he  will 
naturally  desire  to  exercise  the  influence  which  men  everywhere  and  at 
all  times  have  desired  to  exercise  over  their  fellow  creatures,  he  will  find 
one  easy  road  open — namely,  to  use  for  the  advantage  of  the  community 
and  their  common  home  the  wealth  that  he  will  no  longer  be  able  to 
lavish  on  the  construction  or  adornment  of  an  abode  exclusively  his  own. 
Libraries,  museums,  scientific  apparatus,  reception  rooms,  picture 
galleries,  gardens,  &c.,  will  offer  endless  opportunities  for  the  wealthy 
citizens  to  compete  with  each  other  in  making  the  Associated  Homes 
selected  by  them  for  their  own  residences  the  gatherings  of  all  that  can 
conduce  to  the  well-being  and  enjoyment  of  their  inmates.  And  these 
opportunities  they  will  use— if  they  are  truly  benevolent — to  do  good  to 
others ; if  they  are  selfish,  to  gain  power  or  honour  for  themselves. 
The  ever-growing  facilities  of  locomotion,  which  would  induce  the 
wealthier  members  of  society  to  multiply  in  many  parts  of  the  earth 
residences  where  they  will  feel  at  home  wherever  they  are  situated,  would 
diffuse  the  advanrages  of  wealth  among  luankind,  by  a process  more 
thorough  in  its  results,  and  less  demorahsing  in  its  action,  than  the 
present  mode  of  diffusing  them — by  corrupting  the  simplicities  of  native 
populations  through  inundations  of  wealthy  seekers  after  a happiness  which 
they  do  not  find — till  the  grand  anticipations  of  Fourier  began  to  be  realised, 
on  a planet  where  the  magic  of  Association  had  transformed  the  self- 
seeking  desires  of  mankind  into  instruments  of  general  progress. 
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